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PROLOGUE

The debate about public policies for development has focused on defining the best interventions to pro-
mote growth and inclusion. At the same time less emphasis has been put on analyzing the capacities of
government agencies and institutions to design policies and put them into practice.

However, there is ample evidence of policy efforts with clear objectives, with track records of success
in other contexts, and with available financial resources, but they do not achieve expected impacts be-
cause the capacities of the agencies in charge of designing and implementing interventions are limited.
Moreover, these flawed experiences can be a valuable source of learning to improve the management of
resources in the future. However, in the majority of cases these opportunities are not taken advantage of.

These facts have motivated the focus of the present edition of the Report on Economics and Development
to study the capacities States must have to improve the effectiveness of the public interventions to pro-
mote development.

Identifying what these capacities are and how they combine in the efficient production of public goods
and services is a challenge. An effective State requires capacities to design, implement and learn from
policies. In part this depends on the presence of a quality bureaucracy; a public procurement system
that facilitates obtaining key inputs to effectively carry out programs; citizen participation that strength-
ens accountability, and through this channel, improves the provision of public services; and finally, the
institutionalization of monitoring and evaluation schemes that transform experiences in managing public
resources into knowledge and learning to increase the effectiveness of the entire process.

The main findings of the report deal with four aspects. The quality of the bureaucracy depends on the
characteristics of public employees and on the norms and procedures that guide, encourage or limit their
actions. Pay schemes that attract the best workers and promote their efforts are a primary requisite to
improve the quality of public administration. This can require adapting salary structures that link remuner-
ation and career development more closely to the competencies, skills and levels of effort of bureaucrats.

In addition to human and financial resources, the appropriate execution of policy initiatives requires a
public procurement system capable of providing the necessary supplies in sufficient quantity and quality
in a timely manner. Given their nature, these systems are subject to risks of inefficiency, and even cor-
ruption that, as well as implying the misuse of public resources, can call into question the legitimacy of
State institutions. Available evidence suggests three sets of measures to increase the efficiency of public
procurement systems: establishing monitoring and control mechanisms, promoting more competition
among suppliers, and strengthening transparency in managing procurements.

Citizen participation can be an important external control factor to promote better State performance.
There are spaces in the region to increase citizen participation, above all by the non-electoral route and
to increase the quantity and quality of information that the State provides to citizens so that their par-
ticipation is more effective. The lack of knowledge about certain mechanisms of participation or about
how they function, as well as a perception by citizens of a low level of effectiveness of participation,
added to the high cost in time and other resources of interacting with the State are the main obstacles
to overcome interaction.

By reducing the costs of coordination among citizens for collective action and interaction with bureau-
crats, and as a mean of rapid and widespread dissemination of information about the performance of



the State, new information and communication technologies are tools with great potential to increase the
power of citizens to improve the design and implementation of public policies.

Finally, the many decisions that are made when managing public resources present opportunities to
generate and systematize valuable knowledge for those that design and implement public programs.
But taking advantage of these opportunities is more an exception than a rule in the countries in the
region. At the same time, it is necessary to increase the benefits and reduce the costs of evaluating
public policies for the agents that take these decisions. For the knowledge that is generated to be used
in management, it is necessary to promote an institutionality that favors decision-making based on the
best possible evidence. More autonomy and an environment that favors policy innovations are aspects
that can promote change.

Through this new edition of the Report on Economics and Development, CAF seeks to contribute to the
study and understanding of the State’s capacities to design, implement and learn from policies, and in
this way, to generate a constructive debate that can favor the strengthening of these capacities.

L. Enrique Garcia
CAF Executive President
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Chapter 1

WHAT DO WE UNDERSTAND BY
STATE CAPACITY?

Introduction

In 2001 India launched a very ambitious program to improve the quality of basic
level education in rural areas. Significant investments were made in infrastructure.
Teachers were recruited and trained and other educational improvements were
introduced. The result? While the number of students registered and school at-
tendance increased, there was zero increase in educational attainment.

The history of this program illustrates the reality of many public policy pro-
grams: it is not enough to have clear objectives or adequate funding, state
capacities are needed. One of the particular aspects that explains the failure
of the program in India is that it did not succeed in lowering the absenteeism
rate from a stratospheric 48% (Pritchett et al., 2010), illustrating that part of
state capacities is determined by the incentives for public workers to meet
their obligations.

Regrettably, a major part of the analysis of public policies for development have
focused on identifying the appropriate actions and programs to promote growth
and inclusion, taking as a given that government agencies and institutions have
the capacities to design and implement these actions. The program in India is an
example of how these capacities often do not exist, resulting in governments failing
to provide essential public goods.

In this report an effective State is understood as one that has the capacities to
design public policies and implement them effectively and efficiently, as well as to
generate learning throughout these processes.

This definition of State capacity is agnostic with respect to the existing political
system or the specific policies that countries adopt. The focus is not on whether
import tariffs are high or low or if public services are provided through private
companies, public-private associations or public enterprises. What is important is
that the State has the necessary capacities to effectively and efficiently design and
implement policies.

The measurement of public capacities must distinguish between the results of the
actions of the State and the factors that determine these results. For example, an
indicator of the perception of corruption in the government, while it reflects the
expectations of citizens about the functioning and legitimacy of the State, does not
allow for identifying (nor does it try) the determinants (ties) that explain this result:
flaws in the selection of personnel with suitable attributes, salary regimes that pro-

1. This chapter was prepared under the direction of Pablo Brassiolo and Pablo Sanguinetti, with the research
assistance of Carlos Catanho and Julieta Vera Rueda.
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The capacity of the State
refers to the factors that
affect the ability of public
bodies to design public
policies and put them into
practice effectively and
efficiently.

mote the misappropriation of funds, lack of internal controls in the institutions that
regulate public procurement, the absence of external control schemes through
citizen participation, or a combination of these.

Many features affect the management of public policies that together deter-
mine the success of interventions. These features are related to the quality
and quantity of resources that are employed in their production (e.g. financial
and human resources and intermediate inputs) and with the technology that
is used to combine these resources (e.g. the adoption of electronic media to
simplify tasks, management practices that encourage effort, or the definition of
processes and activities to avoid duplication). A school with teachers without
knowledge or the ability to teach is equivalent to a school with fewer teachers
or with less motivated teachers. And if the school had a dysfunctional organi-
zation, its purpose of stimulating a higher level of education among its students
would also be compromised.

One of the key factors in the provision of public goods and services is the bureau-
cracy (ministries, specialized agencies, offices of control, etc.), composed of man-
agerial levels responsible for aspects of the planning and design of policies, as well
as more operative areas related to the direct provision of services. A crucial aspect
is that these public officials should have the knowledge and technical profile re-
quired by the positions they occupy, as well as having incentives to efficiently fulfill
their duties. Chapter 2 deals in depth with aspects associated with the functioning
of the civil service in Latin America.

But in addition to trained and motivated workers, the efficient provision of public
services also requires the use of inputs that the State must acquire. Chapter 3 ana-
lyzes systems of public procurement and the internal control mechanisms of the
State to regulate such procurements. These mechanisms are a key complement
in the production of services, such that flaws in their functioning can significantly
affect the capacity of the State to fulfill its tasks.

Public management can benefit from citizen participation that complements inter-
nal systems of control in their role of controlling and making the functioning of the
bureaucracy more transparent. This contribution can be through the “long route”
(the electoral route) and the “short route” (direct interaction between service pro-
viders and clients) of accountability. Chapter 4 describes the evidence about the
role of this factor in improving public management in Latin America.

Finally, a central ingredient of public management that strengthens the capaci-
ty of the State in all its dimensions is monitoring and evaluating policies. These
allows for generating learning that feedbacks to the design and implementation
processes, generating a virtuous circle for improving policies. Chapter 5 analyzes
this theme, investigating the incentives for bureaucracies and political authorities
to establish evaluation and monitoring mechanisms, and the extent to which the
knowledge produced results in correcting public initiatives.

This chapter goes into depth on the definition of the concept of State capacity and
reviews the different methodologies that have been proposed for measuring this
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capacity. The chapter also presents a conceptual framework on the public policy
cycle that allows for identifying with greater clarity the different capacities required
for effective management. This conceptual framework underlies the structure of
this report and its main messages.

State capacity: a labyrinth of
concepts and measures

The concept of State capacity has received much attention from political scien-
tists, sociologists and recently as well from economists interested in relating the
capacities of the State to economic development. This proliferation of analyses
from different perspectives has created a labyrinth of definitions and measure-
ments that, according to critics, has cost the concept any sense of precision (An-
drews, 2010; Altman and Luna, 2012, Rothstein and Teorell, 2008, 2012).

The starting point of the concept of state capacity is the broader concept of
governance or “quality of government” (Rothstein and Teorell, 2012). This con-
cept is multidimensional, which makes it complex and at times vague. One defi-
nition is “the way in which power is exercised in the administration of the eco-
nomic and social resources of the country for development” (World Bank, 1992).
Another definition is “the traditions and institutions by means of which authority
is exercised in a country”, including: 1) the process by which governments are
selected, monitored and replaced; 2) the government’s capacity to effectively
formulate and implement policies; and 3) the respect of citizens and the State
for the institutions that govern economic and social interactions (Kaufmann et
al., 2004). Some authors (e.g. Bratton, 2013) group these dimensions of govern-
ance into three categories:

e The first dimension is the political, which encompasses the concepts of:
1) the degree of reaction (if elected persons respond to voters’ priorities);
2) accountability (if the lack of reaction can be disciplined) and 3) legitima-
cy (if citizens obey and recognize the commands of the government and
its legitimacy).?

¢ The second dimension is the economic, which encompasses the concepts
of: 1) effectiveness (whether the government is capable of achieving its goals);
2) efficiency (whether goods are provided in a cost-effective manner); and 3)
equity (whether there is equitable access to public goods).

e The third dimension is the administrative, which encompasses the con-
cepts: 1) legality (whether the government adheres to the law); 2) transparency
(whether public procedures are transparent); and 3) honesty (whether the activ-
ities of the bureaucracy are free from corruption).

2. Fergusson et al. (2015) studied the political restrictions for developing State capacities, with an application to the
case of regulating the assignment of lands in Mexico. A more general analysis about the political determinants of the
capacity of the State to provide goods and services can be found in Stein et al. (2006).

A capable State needs:
a quality bureaucracy,
an effective system of
public procurement,
interaction between

21

citizens and suppliers, and
monitoring and evaluation

mechanisms.
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There are many definitions
of the capacity of the
State and consequently
many measurement
methodologies.

These dimensions are related. For example, a transparent government allows for
citizen control, which in turn can result in better management. However, a State
can be successful in one dimension of governance and not in another, because of
which it is reasonable to study these dimensions separately.?

Other authors define State capacity simply as “the abilities of the State to imple-
ment policies”. In particular it refers to the professionalization of the bureaucracy,
its capacity to protect property rights and establish credible commitments with
private investors and their independence from political interference (Besley and
Persson, 2009; Evans, 1995; Evans and Rauch, 1999).

A Government with capacities is one that carries out the functions it proposes.
Consequently, the concept can be sub-divided according to the functions that the
State must fulfill (Savoia and Sen, 2012):

e Bureaucratic and administrative capacity: The State needs a bureaucratic
apparatus to design and implement policies. This dimension is central to all
areas of research about the State and development. Traditionally, the indicators
of State capacity are focused on the competency and ability of the bureaucracy
(Evans and Rauch, 1999, Rauch and Evans, 2000) and generally include the
ability to efficiently spend tax incomes on public goods.

e Legal capacity: This dimension includes several aspects like the capacity to
require compliance with contracts and property law, a judicial system that re-
solves disputes according to the law, among others. There is consensus that
the government should provide these public goods as a minimum, given that the
private provision of the same would not be optimal (Besley and Persson, 2009,
2011; Yifu Lin and Nugent, 1995; Collier, 2009).

¢ Infrastructural capacity: This dimension refers to the territorial scope of
the State, that is, the point to which the State exercises control over a geo-
graphic area, or the geographic area in which policies can be implemented
(Soifer, 2008).

e Fiscal capacity: This is ability of the State to collect taxes (Besley and Persson
2009 and 2011; Cardenas, 2010; Shapiro et al., 2015).

Depending on the conceptual framework that is adopted, there are many defini-
tions of State capacity and, as they correlate, many variables and methodologies
to measure them. Table 1.1 summarizes the most commonly used indicators and
their coverage in terms of countries and years available. These indicators encom-
pass objective measures —constructed on the basis of statistical data about, for
example, political instability, credit risk, tax collection, measures of the harshness
of formal regulations and laws, etc.— and subjective measures based on the opin-
ions of experts, business persons, NGO representatives, credit rating agencies, or
from surveys of citizen or business perceptions.

3. In effect, in using the term “governance” some authors refer to the capacity of the government to establish rules,
enforce compliance and provide services, independent of whether the government is democratic or not (Fukuyama,
2010). This definition contemplates elements of the economic dimension of governance, which is studied separately
from other dimensions like the political dimension.



Table 1.1 Indicators of State capacities

What do we understand by State capacity?

Index and source

Methodology

Coverage® Data®

Bureaucratic and administrative capacity

Bureaucratic quality
International Country Risk Guide

Expert evaluation point to the degree of
autonomy from political pressure and the

strength and experience to govern without

drastic changes in policies or interruptions

in government services, as well as the
existence of mechanisms for hiring and
training.

140 countries Panel, 1984-2014

Quality of Government
The Quality of Government
University of Gothenburg

Quality of Government as the impartiality
of government institutions. In other
words, at what level do public employees
implement public policies without taking
into consideration aspects not stipulated
in the policy or the law.

193 countries  Panel, 1946-2014

Quality of Government
Teorell et al. (2015)

The average value of the variables of the
International Country Risk Guide (ICRG)
of “Corruption”, “Law and Order” and
“Bureaucratic Quality”, on a scale from 0
to 1. Higher values indicate higher quality
of Government.

140 countries  Panel, 1984-2014

Government effectiveness
Worldwide Governance Indicators
World Bank

Expert evaluations and surveys.

Components added from several sources.

Continuous scale: -2.5 to 2.5.

215 countries Panel, 1996-2013

Impartiality and professionalism in
public administration

Teorell et al. (2015)

Quality of the survey of the Government
Institute on the quality and behavior of
public administration.

Cross-section,

58 countries 2008-2009

Bureaucratic compensation, career

Survey of experts (academics and others)
asking about “career opportunities”,
“bureaucratic compensations” and
“merit-based hiring”. The three measures

opportunities and meritocratic . i .
rgcpruitment are equally-weighted indices drawn from d gvse:ggz d Cross-section,
a group of questions that seek to assess tri 1970-1990
Evans and Rauch (1999), Rauch and the aforementioned aspects throughout a countries
Evans (2000) determined period (1970-1990).
Ranges from 0 to 1.
Fiscal capacity
Evaluation by experts of the general
Efficiency of revenue mobilisation %att%ms of.m?blllzmg |ncom(-i)s, n?t only o1
’ - the theoretical tax structure, but also ess
E;):g;;%z%lt'gy and Institutional all sources of income that are really developed Panel, 2005-2013
collected. economies

World Bank

The index ranges from 1 to 6.

Infrastructural capacity

Regulatory Quality
Worldwide Governance Indicators
World Bank

Evaluations and surveys by experts.
Components added from several sources.

Continuous scale: -2.5 to 2.5.

215 countries  Panel, 1996-2013

Quality of public administration

Country Policy and Institutional
Assesments

World Bank

Experts assessment of the extent to
which civilian central government staffs
(including teachers, health workers and
police) are structured to design and
implement public policies and effectively
provide services.

The index ranges from 1 to 6.

81 less
developed
economies

Panel, 2005-
2013
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Index and source

Methodology

Coverage®

Data®

Stateness
Bertelsmann Transformation Index
Bertelsmann Foundation

Expert evaluation measuring the extent
to which the monopoly of the State in the
use of force covers the whole territory;
the extent to which all relevant groups in
the society agree about citizenship and
accept the nation state as legitimate; and
the extent to which the legitimacy and
legal order are defined without inference
to religious dogma; and the extent to
which basic administrative structures are
in place.

129 developing
and transitional
economies

Panel, 2006-2014

Quality of budgetary and financial
management

Country Policy and Intitutional
Assessments

World Bank

Expert evaluation to measure the extent
to which there is/are: (a) a credible and
complete budget linked to priority policies;
(b) effective financial management
systems to ensure that the budget is
implemented as anticipated in a controlled
and predictable manner ; and (c) fiscal
reports that are rigorous and available in a
timely manne.

The index ranges from 1 to 6.

81 less
developed
economies

Panel, 2005-2013

Legal capacity

Steering Capability
Bertelsmann Transformation Index
Bertelsmann Foundation

Expert evaluation analyzing the extent

to which political leaders establish and
maintain strategic priorities; how effective
the government is in implementing policy
reforms; how flexible are political leaders
and their proclivity toward innovation; and
whether or not the political leadership
learns from past errors.

129 developing
and transitional
economies

Panel, 2006-2014

Legal system and property rights
Fraser Institute

A subjective evaluation that combines
surveys and expert opinions that vary in
score between 1 and 10, where a higher
score indicates greater protection of
private property rights.

152 countries

Panel, 1970-2012

Rule of law
Worldwide Governance Indicators
World Bank

Evaluation of experts and surveys.
Components added from several source.

Continuous scale: -2.5 to 2.5.

215 countries

Panel, 1996-2013

Law and Order
International Country Risk Guide

The element “Law” is measured as the
strength and impartiality of the legal
system.”Order” is measured as the
popular observance of the law.

140 countries

Panel, 1984-2014

Expropriation risk
International Country Risk Guide

An evaluation of the risks of having
property confiscated or nationalized.

140 countries

Panel, 1984-2014

a/ The coverage and data were updated.

Source: the authors, based on Savoia and Sen (2012), updated with information from the webpages of: International Country Risk Guide
(The PRS Group, Inc.), The Worldwide Governance Indicators (World Bank), Country Policy and Institutional Assessment (World Bank),
Bertelsmann Transformation Index (Bertelsmann Foundation), Gwartney (2014) and Teorell et al. (2015).

This report considers State capacity as the ability of public institutions to design
and implement policies and provide services, which is associated with manage-
ment capacity. In this sense, of all the indicators in Table 1.1, emphasis is given to
those that capture this dimension and do not take into account aspects relating to
the characteristics and functioning of the political system or that involve value judg-
ments about which policies are correct (Pritchett et al., 2010). How is Latin America
positioned in relation to these indicators?
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Chart 1.1 shows the Quality of Government indicator (Teorell et al., 2015) for several
regions of the world in several years between 1985 and 2012. This indicator has
values between 0 and 1, combining the mean values of the indicators of Corrup-
tion, Law and Order and Quality of the Bureaucracy, which are constructed on the
basis of expert opinions and perceptions gathered in surveys. Latin America is not
well positioned. It was in last place in the 1980s and 90s. By the mid-90s, without
doubt as a result of reforms that were implemented in this period, its position rose,
although it fell again between 2005 and 2010. Beyond these small movements, in
general no important variations in the capacities of the States are observed over
time or in absolute or relative (among regions) terms.

Chart 1.1 Government quality index, by regions 1985-2012¢

Latin
America

USA and
Canada

Europe

Asia

Africa

Oceania

Index

1985 W 1990 W 1995 Il 2000 W 2005 W 2012

a/ The index is constructed based on variables developed by the International Country Risk Guide (The PRS
Group, Inc.). The index is composed of the average values of the variables “Corruption”, “Law and Order” and
“Bureaucratic Quality” on a scale from 0 to 1. A higher value indicates a higher quality of Government.

Source: the authors, based on Teorell et al. (2015).

In relation to the indicator
of government quality,
Latin America is behind
other regions of the world.
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Chart 1.2 describes this indicator for a sample of Latin American countries
between 1990 and 2012. There is a high degree of heterogeneity in the re-
gion and more significant changes in the index are observed over time. Chile
consistently has the highest state capacity, showing a positive evolution over
recent decades, with a value slightly higher than the average value in Europe
in 2012. In contrast, declines have been observed in the last few years in Ar-
gentina, Brazil, Mexico, Peru and Venezuela, and increases for Uruguay and
Colombia.

Chart 1.2 Government quality index for selected Latin American countries,
1990-2012 ¥

Argentina

Brazil

Chile

Colombia

Mexico

Peru

Uruguay

Venezuela

0.9

Index

1990 W 1995 W 2000 W 2005 W 2012

a/ The index is constructed based on variables developed by the International Country Risk Guide (The PRS
Group, Inc.). The index is composed of the averages values of the variables “Corruption”, “Law and Order” and
“Bureaucratic Quality” on a scale from 0 to 1. A higher value indicates a higher quality of Government.

Source: the authors, based on Teorell et al. (2015).

Chart 1.3 shows the Government Effectiveness index (Kauffmann et al., 2009)
for several regions of the world in different years between 1996 and 2012.
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This indicator measures perceptions about the quality of public services, the
quality of the bureaucracy and its independence from political pressures, the
quality of the processes of formulating and implementing policies and the
commitment and credibility of the government to carry them out. The index
takes values in the interval (-2.5 to 2.5), in which higher values indicate great-
er government effectiveness. Latin America is also lagging behind the other
regions of the world in this indicator, with negative values and no defined
tendency over time.

Chart 1.3 Government Effectiveness Index, by region for 1996-2012
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a/ The Government Effectiveness Index was developed by the The Worldwide Governance Indicators,World Bank.

Source: the authors, based on Teorell et al. (2015).

Chart 1.4 (see p. 28) shows this same indicator for a sample of Latin American
countries in the same years. Once again Chile has the best state capacities, with
levels above the European average. Uruguay is also notable, although with values
much lower than those for Chile. Certain improvements are observed with increas-
es from the very low values for Colombia and Mexico, and deterioration in the
cases of Argentina and Venezuela.

Latin America is also
lagging behind with
respect to the indicator of
government effectiveness.



28

A more effective State: capacities for designing, implementing and evaluating public policies

Chart 1.4 Government effectiveness index for selected Latin American countries,
1996-2012%

Argentina

Brazil

Chile

Colombia

Mexico

Peru

Uruguay

Venezuela

-1.5 -1 -0.5 0 0.5 1 1.5

Index

M 1996 [l 2000 W 2005 W 2012

a/ The Government Effectiveness Index was developed by the Worldwide Governance Indicators, World Bank.

Source: the authors, based on Teorell et al. (2015).

These indices, as well as many others compiled from the World Governance
Indicators (WGI) and the International Country Risk Guide (ICRG) have the ad-
vantage of wide geographic and temporal coverage, which allows for making
comparisons among countries and assessing the evolution of one or several
countries over time, even if the changes are modest. However, there are certain
limitations. Firstly, these indicators of state capacity are related to state perfor-
mance (e.g. the perception of corruption, compliance with the law, tax collec-
tion, etc.) and not to all of the capacities that determine this performance (e.g.
the degree of political autonomy of bureaucracies, the existence of promotion
for merit schemes in public agencies, the prevalence of salary contracts that
stimulate effort, etc.). In other words, most of these indicators measure the de-
pendent variable of the “production function” of public goods, whose arguments
are capacities (including technology). An agenda of study and measurement of
state capacities attempts to identify these factors and quantify their relative im-
portance in the performance of the State.
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Second, and related to the above, these indicators do not offer a guide about
the type of public intervention that could improve the situation (e.g. they do not
indicate whether low performance is due the lack of technical skills of public
employees or because of problems of incentives) because of which they do not
constitute a good base for orienting reform initiatives. This problem is reinforced
with the summary of several dimensions in an index with weightings that are not
always properly justified.

Third, several of these indicators are constructed on the basis of expert opinions
that, because they are not free of political or ideological bias, can bias the value of
the variables.

Finally, much heterogeneity can be hidden within countries, either among levels of
government, or between ministries and agencies at a given level.

With respect to this heterogeneity, there are government agencies within the state
apparatus of several Latin America countries with better trained personnel and/or
more solid institutions that have been called “islands of excellence” (Evans, 1995;
Geddes, 1994; Bersch et al., 2013a). Box 1.1 documents the heterogeneity preva-
lent in the Federal Government of Brazil, evidenced by the wide dispersion of some
indicators of capacity like the percentage of employees with a technical profile or
that specialize in areas that correspond to the purpose of the agency. Among the
public policy areas with agencies that are more capable according to this meas-
urement are International Relations, Economy and Planning, and Comptroller and
Legal Aspects, while areas like Infrastructure, Tourism and Environment are among
those most lagging behind.

Box 1.1 State capacities at the level of federal agencies in Brazil

There is a high degree
of heterogeneity in state
capacities within countries.

Measuring state capacities at the national level can be relatively uninformative when trying to
explain why some programs function and others do not, given that there may be variability in the
capacities of the different agencies that make up the State. Thus, not reporting on the distribution
of capacities in the State impedes exploring where it is most important to increase these capaci-
ties to achieve greater economic and social development.

Bersch et al. (2013a) attempted to fill this gap in the literature by measuring the capacities of
bureaucrats of different agencies of the Federal Government of Brazil. Using data on public
employees, they developed a measure of bureaucratic capacity at the level of agencies based
on four components: 1) percentage of public employees with training that coincides with the
mandate of the agency, or with the multidisciplinary training that allows them to perform in any
agency (e.g. a specialist in public policies); 2) average seniority in the civil service; 3) percentage
of employees transferred from other agencies (as a measure of dependence on qualified per-
sonnel from other agencies to function adequately); and 4) average salary. This measure seeks
to capture the capacity of the bureaucracy to implement policy programs, independent of the
type of program.
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To aggregate these components in an indicator of capacity, the authors used a latent variable
focus. This method offers several advantages, among them that it does not require subjectively
defining weightings and that the results do not depend on the way in which each component af-
fects the aggregate index.

The results show enormous heterogeneity among the bureaucracy of the Brazilian Federal Gov-
ernment. While some agencies have bureaucrats with a high level of professionalism (termed “is-
lands of excellence”), others lag well behind. Nevertheless, the results to some extent contrast
with the belief that there are few islands of excellence and an immense majority of agencies with
low capacity. Even when the “excellent agencies” appear to be the exception, there is a significant
group of agencies with moderate capacities (Chart 1).

Chart 1 Indicator of bureaucratic capacity of agencies of the Federal Government. The 15 agen-
cies with the greatest capacity and the 15 with the least capacity in Brazil®
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a/ The chart shows the capacity of the bureaucracy at the level of agencies of the Federal Government of Brazil, constructed with a
focus on latent variables. The value of the indicator has a mean equal to 0 and a variance equal to 1. A higher value of the indicator
indicates higher capacity.

Source: the authors based on Bresch et al. (2013b)
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The authors also constructed a measurement of autonomy from political power at the level of
agencies based on the influence of political parties in the assignment of public employees, and
showed that there is also a high degree of variability in levels of autonomy within the same govern-
ment. They also argued that capacity and autonomy are two distinct concepts, both very impor-
tant for the implementation of policy programs.

Source: the authors, based on Bresch et al. (2013a) and Bresch et al. (2013b).

There can also be major differences in capacities among sub-national gov-
ernments. For example, in the case of Colombia, Perry et al. (2015) calculated
an index of state capacity at the level of departments and municipalities that
reflects aspects related to complying with regulations and the transparency
of management. They found a high degree of variability: sub-national govern-
ments in the Andean area, the richest area of the country, have relatively high
values, while the sub-national governments of the Pacific and the Amazon,
where per capita incomes are substantially lower, have much lower values
(Box 1.2).

Box 1.2 Variability in State capacities in Colombia

In a work commissioned for this report, Perry et al. (2015) used seven indicators pro-
duced by the National Procurator in Colombia to construct an index of state capacities
at the departmental and municipal levels in Colombia. The Operational Capacities Index
is composed of the following variables: 1) the degree of compliance with the Internal
Control Manual, which groups a set of standardized procedures to evaluate and verify
municipal achievements; 2) the effectiveness of storing and classifying public documents
and information in municipal archives; 3) the degree of compliance with regulations for
public procurements; 4) the coverage of electronic government; 5) the timing of sending
documentation and information to national control bodies; 6) the frequency of public
meetings; and 7) attention to citizen complaints. These indicators are available for the
1,101 municipalities and the 32 provincial governments in Colombia.

Based on these indicators, the authors created two sub-indices, one of administrative
information and compliance that combines indicators 1, 2, 3, and 5, and the other of ac-
countability that combines indicators 3, 4, 6 and 7. With respect to the first index, high
values were obtained for the central Andean area (where some of the most important
cities in the country are located) and much lower values in the Pacific and Amazonian
regions (Figure 1).

31



32 A more effective State: capacities for designing, implementing and evaluating public policies

Figure 1 Information and compliance index for sub-national governments in Colombia
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Source: the authors, based on Perry et al. (2015).

The public policy cycle,
performance measurements
and state capacities

To understand which capacities determine the performance of the State, it is useful
to have a conceptual framework that describes the public policy cycle. This allows
for defining performance indicators corresponding to each stage of this process,

which facilitates identifying the capacities that determine these results.
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THE PUBLIC POLICY CYCLE

Public policies go through a three-stage cycle: formulation and design, imple-
mentation, and results and evaluation (Figure 1.1).

The effective provision of public goods and services depends on the processes
involved in each stage being carried out satisfactorily such that the virtuous circle
of learning and service improvement is not broken. This in turn depends on the
capacities within organizations (e.g. availability of information, coordination among
diverse public agencies, technical capacities of public workers, internal control and
monitoring schemes, etc.), and adequate interaction among these organizations
and services users.

Figure 1.1 The public policy cycle

Public policy goes

through a three-step

cycle: formulation and
design; implementation
and reaching the target
population; and results and
evaluation.
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Actor: Planning and
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Citizen
participation

(short accountability
route)

Source: the authors.

The design stages make intensive use of information and technical capacities. The
planning areas of public agencies participate in this stage, together with higher
bodies of diverse ministries defining the most important characteristics of pro-
grams: target population, budgetary and personnel resources, processes, main
components, goals, etc.
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The success of public
policies depends on
adequately fulfilling the
processes and actions of
every stage in policy cycle.

The implementation stage begins when these elements of the programs
are transmitted to frontline public workers that deal directly with the ben-
eficiaries of the service (e.g. hospital directors or nurses). Implementation
also requires the procurement of inputs (e.g. medicine), complementary
services (e.g. cleaning concession for a hospital), and capital goods (e.g.
ambulances), so public procurement systems, concessions and tenders
are fundamental for the good implementation of public services. Likewise,
control mechanisms and bodies within institutions, as well as ones external
to institutions but nevertheless part of the State (e.g. General Comptroller)
intervenes to ensure the good performance of management tasks. Finally,
the implementation stage culminates in the delivery of the services to the
target population. The results of the interventions implemented certainly
depend on the quality of the design and the implementation, but also on
the characteristics and beliefs of the benefitting families (e.g. perceptions
about the benefits of a vaccination can determine the participation of fam-
ilies in a vaccination program), as well as external shocks (e.g. climate,
natural disasters, etc.).

In the implementation stage, citizen participation can favor the accountability of
public employees, and in this way contribute to achieving the better provision of
services. Citizen participation can take the form of the “long accountability route”
(citizens reward or punish for the results of policies via elections) or the “short ac-
countability route” (direct interaction between service users and providers) (World
Bank, 2004).

The monitoring and evaluation step is important precisely to disentangle the in-
fluence of the elements of the initiative itself (that is, the quality of the design and
implementation) and of the exogenous factors on the objective variables. This
allows for generating learning that is transmitted to the areas of planning and
implementation. The evaluation areas of public offices are involved in this stage,
most often in collaboration with institutions of civil society (NGOs and universi-
ties), to give greater credibility and transparency to information that emerges from
the evaluations.

PERFORMANCE INDICATORS AT EACH STAGE

The success of public policies depends on carrying out the processes and actions
of each stage adequately. Generating indicators for each stage can serve to iden-
tify the capacities that are lacking to improve public policies.

PERFORMANCE INDICATORS IN THE
FORMULATION AND DESIGN STAGE

In the design stage it is very important to clearly define the goals and ob-
jectives that are to be met. It is important to define not only the global ob-
jectives, but also the intermediary goals that contribute to reaching them.
For example, in the case of a flu vaccination program against the flu in
newborns in vulnerable conditions, the objective of the policy could be to
reduce flu-related infant mortality by a determined percentage; while an



What do we understand by State capacity?

intermediary goal could be to vaccinate a certain number of infants in a
determined area.

To reach both final objectives and intermediate goals it is important that
the program be based on updated diagnostics of the characteristics of
the benefitting population (e.g. the number of children in conditions of
being treated, the incidence of the disease among the target population,
etc.) and that there is consistency between the logical framework of the
intervention (that is, the channels through which the initiative affects the
proposed objective) and the main characteristics and components of the
policy. For example, it is fundamental that the budget be adequate for the
proposed objectives.

In order to define the objectives and goals it is necessary to find indicators that
measure the factors that the policy or program seeks to impact. For example,
in the case of the vaccination against flu among newborns, updated statistics
are required about infant mortality in the treated area.

Diverse initiatives in Latin American promote the definition of indicators for ef-
fective monitoring and evaluation during the program design stage. For exam-
ple, the National Evaluation Council (CONEVAL for the initials in Spanish) in
Mexico has published a manual for developing indicators specific to programs,
which in turn are aligned with national development plans (CONEVAL, 2013).
The establishment of these indicators for each program is included in the Re-
sults Indicators Matrix (MIR), which also has a description of the objectives, the
main components and expected results. The elaboration of indicators follows
criteria generally adopted by countries of the Organization for Economic Co-
operation and Development (OECD) and the recommendations of multilateral
organizations®. In particular, the indicators are classified according to the stage
of production of the services, or the areas of control, in: 1) inputs and pro-
cesses (“activities” according to the nomenclature of CONEVAL); 2) products
or services provided (“components”); 3) immediate results (“purpose”); and 4)
final results or impacts (“ends”). For example, in the case of a scholarship pro-
gram with the objective of promoting completion of high school students from
low-income families, one input indicator could be the total cost of the program;
an indicator of process could be the time required to apply to the program; an
indicator of product could be the number of scholarships awarded to members
of the target population; and an indicator of result could be the percentage of
youths with scholarships that end their secondary schooling over the total num-
ber of youths selected for the program.®

4. See, for example, the recommendations described in Bonnefoy and Armijo (2005) and Garcia and Garcia (2010).

5. As well, at every stage of the production process every indicator can be classified according to different measures
of performance: efficiency, economics, efficacy and quality. In general, the indicators of products or results measure
the efficiency of programs in the sense of describing levels of coverage reached or other variables with results or
impacts on the target population. For their part, input or process indicators lend themselves to assessing efficiency
(e.g. costs per unit of service, number of days consumed by tasks or activities necessary to provide a service,
operational costs over the total budget, etc.). The dimension of economy refers to indicators, for example, that reflect
the recovery of program costs via genuine incomes.
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In the design stage it is
very important to clearly
define the goals and

objectives to be reached.

A very interesting aspect of the experience of Mexico with CONEVAL is that the
agencies that propose programs and request budgets to implement them must
prepare an MIR and provide it to CONEVAL for review. CONEVAL checks several
aspects of the program budget, in particular: 1) whether it is aligned with the ob-
jectives proposed in the National Development Plan; 2) whether it has a vertical
logic, that is, if the activities (inputs and processes) are those required to produce
the expected products and services (components); and whether these services
and/or components are necessary to achieve the results (purposes) and expect-
ed impacts (ends); 3) whether it has a horizontal logic, that is, if the indicators
proposed for each step of the program allow for evaluating compliance with the
achievements associated with each of these steps. Table 1.2 shows the record of
the evaluation of the MIR used by CONEVAL. This experience of Mexico shows
how this exercise of defining quantifiable objectives and goals through the devel-
opment of specific indicators is important not only to facilitate the subsequent
evaluation of initiatives, but also to correct errors in the design of the intervention.

Table 1.2 Areas and sub-areas of quality evaluation of the result indicator matrix (Mexico)

i. National planning

Criteria

i.1. The program has a direct relationship with or is
congruent with the higher strategic objective that it
is linked to.

The aim of the program is linked to sectorial, special or institutional
objectives considereing that:

a. Are there common concepts between the aim and the objectives
of the sectorial, special or institutional program?

b. Does achieving the aim contribute to meeting any of the goals of
the objectives of the sectorial, special or institutional program?

ii. Vertical logic

ii.1. The necessary and adequate activities to
achieve every component are included.

a. Are the activities unique (except for crosscutting activities)?

b. Are the activities the necessary ones to generate the
components?

c. Are the activities sufficient to generate the components?

d. Does the wording of the objectives of activities comply with
the wording suggested in the Logical Framework Methodology
(LFMm)?

e. With the exception of cross-cutting activities, are the objectives of
the activities repeated at some other level of the MIR?

f. Are the objectives ordered chronologically?

ii.2. The components are necessary and sufficient
to achieve the purpose of the program.

a. Are the components of the objectives unique throughout the
matrix?

b. Are the components the necessary ones to reach the
established objective?

c. Are the components sufficient to reach the established
objective?

d. Does the wording of the objectives of the components comply
with the wording suggested in the LFM?

ii.3. The purpose is unique and represents a
specific change in the conditions of life of the target
population.

a. Is the objective unique?

b. Is the objective of the purpose identified as a specific change in
the life conditions of the target population?

c. Is the target population defined with clarity and geogrpaphic or
social boundaries?

d. Is it a direct result that is expected to occur as a result of the
components?

e. Does the wording of the objective of the purpose comply with
the wording suggested in the LFM?

Continua en la pagina siguiente >



What do we understand by State capacity?

ii.4. If the purpose contributes to the final aim and
the associated assumptions are maintained, the
sustainability of the benefits of the program is
ensured.

a. Is the final aim associated with at least one assumption?
b. Is the assumption beyond the control of the program?

c. If the assumption is maintained, does meeting the final aim
imply acheiving a hierarchically higher objective ?

ii.5. Achieving the purpose and meeting the
associated assumptions will contribute to achieving
the final aim (vertical logic).

a. Is the objective of the purpose associated with at least one
assumption?

b. Is the assumption beyond the control of the program?

c. If the assumption is maintained, does meeting the purpose
imply acheiving the final aim?

ii.6. If detailed components are produced and
they comply with the associated assumptions, the
purpose (vertical logic) will be achieved.

a. Are the components associated with at least one assumption?
b. Is the assumption beyond the control of the program?

c. If the assumptions are maintained, does the delivery of the
components imply achieving the purpose ?

ii.7. If the programmed activities are completed
and the associated assumptions are met, the
components will be produced (vertical logic).

a. Are the activities associated with at least one assumption?
b. Is the assumption beyond the contol of the program?

c. If the assumptions are maintained, does conducting the
activities imply generating the components?

iii. Horizontal logic

ii.1. The indicators at the level of the final goal
allows for monitoring the program and adequately
evaluating the achievement of the final goal.

iii.2. The indicators at the level of the purpose
allows for monitoring the program and adequately
evaluating the achievement of the purpose.

iii.3. The indicators at the level of components
allow for monitoring the program and adequately
evaluating the achievements of every component.

iii.4. The indicators at the level of activities allow for
monitoring the program and adequately evaluating
the achievements of every activity.

The indicators should have the following criteria:

a. Clear

b. Relevant

c. Monitorable

d. Adequate

As an added review, it should be determined if:

a. Are the indicators the ones necessary to monitor the
performance of the established objective?

b. Are the indicators sufficient to monitor the performance of the
established objective?

iii.5. The means of verification identified for the
indicators of the final goal are those necessary
and sufficient to obtain the information required
to calculate the data and for external verification
(monitoring).

iii.6. The means of verification identified for the
indicators of purpose are those necessary and
sufficient to obtain the information required to
calculate the data and for external verification
(monitoring).

iii.7. The means of verification identified for the
indicators of the components are those necessary
and sufficient to obtain the information required
to calculate the data and for external verification
(monitoring).

iii.8. The means of verification identified for the
indicators of activities are those necessary and
sufficient to obtain the information required to
calculate the data and for external verification
(monitoring).

a. Does the frequency of measurement coincide with means of
verification?

b. Are the data of the variables effectively measured by the
proposed method of verification?

Source: the authors, based on the National Council for the Evaluation of Social Development Policy (CONEVAL) (2014).
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In the implementation
stage it is possible to
establish indicators based
on administrative records
that allow for following the
execution of programs.

PERFORMANCE INDICATORS IN THE
IMPLEMENTATION STAGE

In the implementation phase it is possible to develop indicators based on admin-
istrative records about inputs, processes, services effectively delivered, costs
and budgets executed, that permit following up the execution of programs. Sev-
eral countries in the region generate this type of indicator with the support of
information systems, often in open consultation.

In particular, it is very common that countries make follow-up on public invest-
ment possible through National Public Investment Systems (SNIP for the ini-
tials in Spanish). For example, the SNIP in Nicaragua has an official registry of
all public sector investment initiatives and institutions that are integrated into
the SNIP must incorporate legally required information related to their pro-
jects. In addition, based on programming contracts, follow-up is conducted
through the System of Physical-Financial Project Follow-up, which evaluates
the extent to which established goals are met. The follow-ups are ordered
according to the institution that manages the project, with the enumeration
of the projects under every institution. In turn, every contract is described,
detailing the data about the contracted firm and the date of signing an agree-
ment, along with the following elements: 1) scope (identify the implementation
indicators to assess performance); 2) execution timetable (programmed start,
official start, programmed completion, extended completion); 3) costs (orig-
inal cost, cost variations, updated cost, advance, depreciation rate) and 4)
programming (percentage of total physical advance, total programmed, per-
centage of physical advance in the year, programmed for the year). Finally,
a score is given to the “state of the contract” according to the percentage
of deviation from the programmed physical advance, classified as “normal”
(deviations of 10% or less), “delayed” (deviations between 10% and 20%) and
“critical” (deviations greater than 20%).°

Similarly, other governments have encouraged greater transparency in the
execution of public works, developing projects to follow up the implemen-
tation of such works. For example, the program “Follow-up to Public Invest-
ment Projects”, under the National Planning and Development Secretariat
(SENPLADES) of Ecuador, allows for real time follow-up of public works con-
sidered emblematic by SENPLADES’ through its webpage. Analogous to this
are “INFOBRAS” (Peru) and the website GEO-CGR for citizen control of pub-
lic works (Chile), which also permit easy access to follow-up public works.
This kind of initiative encourages citizens to participate in measuring the
execution and implementation of public works.

6. For more information consult http://ws.snip.gob.ni/bps/

7. For more information consult http://app.sni.gob.ec/web/camaras/
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Finally, several countries have incorporated indicators of follow-up or implemen-
tation (of performance) of public policy management through a results-based
budgeting (RBB) strategy. For example, making use of this strategy, the Para-
guayan Ministry of Finance annually communicates to the bodies that make up
the General Budget of the Nation (PGN for the initials in Spanish) the budgetary
directives for planning, formulation, programming and determination of measure-
ment indicators of program management. A budgeting for results report is then
presented, which summarizes the performance indicators of the subprograms of
different ministries. These indicators follow a similar logic to the case of CONE-
VAL. The indicators for the implementation stage can be of inputs or “process”
and “product”. An example of a process indicator is the percentage of execution
of financial resources for a certain period and certain program vis-a-vis the pro-
filed goal; an example of a product indicator in the case of the Complementary
Nutritional Sub-Program of the Ministry of Education and Culture is the number
of students in situations of vulnerability that receive school meals.

RESULTA in Peru seeks to progressively incorporate the largest number pos-
sible of budgetary items to the RBB methodology. All the programs integrated
into RESULTA must have an intervention logic that specifies the proposed ac-
tivities, the products the programs plans to provide, and the intermediate and
final results that are sought. Table 1.3 shows the example of a rural electricity
program that specifies several products that the program seeks to offer (for
example, train rural residents in the efficient use of electricity, provide elec-
tric power to rural homes using photovoltaic technology) and an intermediate
result (increase the coverage of rural electrification). The final unspecified ob-
jective could be to increase the productivity of rural activity. It also makes the
performance indicators explicit through which the provision of these products
and achievement of results is monitored as well as the source of information
used to compute performance.

Table 1.3 Performance indicators - RESULTA (Peru)

Budgetary program Performance indicator Source of information

Access and use of rural electrification

Specific Result
Coverage of rural electrification Coverage of rural electrification ~ National Survey of
Strategic Programs
(ENAPRES)
Consumption of electricity by
rural user
Product
Rural residents trained in the Percentage of households General Directorate for
efficient use of electrical energy trained in the efficient use of Rural Electrification of the
electrical energy in a year Ministry of Energy and
Mines

Continua en la pagina siguiente >
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Budgetary program

Performance indicator

Source of information

Rural residents trained in
productive uses of electrical
energy

Electricity consumed by
trained productive units

Concession-holders

Percentage of productive
family units trained in the
productive use of electrical
energy in one year

General Directorate for
Rural Electrification of the
Ministry of Energy and
Mines

Residences provided with
electricity through household
level photovoltaic generation

Percentage of households with
access to electrical energy
through Projects for Isolated
Photovoltaic Installation

Administrative records
and georeferenced maps
of the General Directorate
for Rural Electrification
(DGER)

Residences provided with
electricity through local power
generation

Percentage of households
with access to electrical
energy through Supply with
Local Generation of Electricity
Projects

Administrative records
and georeferenced maps
of the General Directorate
for Rural Electrification
(DGER)

Residences provided with

electricity through interconnected

Percentage of households with
access to electrical energy

Administrative records and
georeferenced map of the

General Directorate for
Rural Electrification (DGER)

national network through projects for Extension
of National Interconnected

Electrical Networks — SEIN

Source: the authors, based on the Ministry of Economy and Finances, Republic of Peru, RESULTA -
Performance indicators of budgetary programs.

Finally, Chile has been a pioneer in establishing a RBB scheme to generate per-
formance indicators that allow for following up the implementation of public pro-
grams. The System of Management Evaluation and Control of the Budget Directo-
rate (DIPRES for the initials in Spanish) covers almost the entire public budget. In
line with international guidelines, indicators are defined in function of the stages of
production of services or the area of control (that is, whether it deals with inputs,
processes, products or results) and also in function of the dimensions of perfor-
mance (effectiveness, efficiency, economy and quality). Table 1.4 illustrates the
application of this methodology in the case of National Women’s Service, which
is under the Ministry of Social Development. It describes the majority of programs
that the agency administers and for each program enumerates the product and
results indicators, whether intermediate or final. As well, each indicator reflects a
dimension of performance, which in this example is always “efficacy”. The values
of the indicators since 2011, the estimated value for 2014 and the goal for 2015
are shown. It is interesting to consider the differences in the values of the output
indicators (which are related to the provision of the services and consequently
in large measure under the control of the agency) and those of results (above all
those relating to impacts, the compliance of which is to a lesser degree under the
control of the agency). For example, in the case of the program “Living Well with
Sexuality and Reproduction” the performance indicator (at the product level) to
evaluate meeting the goal of participation in women’s workshops in function of
pre-established quotas is almost 98%; while in the case of the program “Working
Woman and Head of the Household”, the performance indicator (at the level of
result) to evaluate whether women that participate in the program are able to enter
the labor force was only 8% in 2013 and 18% in 2014, which also reflects a modest
goal of 20% for 2015.
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Table 1.4 Performance indicators for 2015 - Budget Office (Chile)

Solidarity and
Social
Investment
Fund

Subsecretariat
for Social
Services

Ministry of Social Development

National
Corporation
for Indigenous
Development

Subsecretariat
for Social
Evaluation

National
Service for
the elderly

National
Service for
the disabled

National National
Women's Youth
Service Institute

= 5 0 o
Strategic product Indicator 2 4 2 LS S by £
B~ B~ B SN « =
8- Q%a 8o Qo Ev 5 5
£5 £5 £5 £5 B5 9 o
wa wa wa w-s wa (&) =
Efficacy/Output 0% 98% 15%
Support and strengthen Women that participated in
s . workshops to promote sexual
women’s economic, Co .
. and reproductive rights in year t
sexual and reproductive
autonomy as a percentage of a_II _the women
) ) ) programmed to participate in
(Live Well with Sexuality and  such workshops in that year.
Reproduction Program) Disaggregated by sex: No
Territorial management applies: No
Efficacy/Output 0% 98% 15%
Promot,e and §t_rengthen Women that participated in
women’s participation and . .
. ) e the Women, Citizenship and
influence in the political, L )
. . Participation Program in year t
social, economic and
. . as a percentage of all the women
cultural decision-making . . .
programmed to participate in this
of the country .
program in that year .
(Women, Citizenship and Disagarecated by sex: No
Participation Program) ggreg Y ’
Territorial management applies: No
Efficacy/Intermediate result 0% 46% 51% 2% 50% 70% 15%
Support and strengthen Women that entered the Women
women’s economic, Heads of Household Program in
sexual and reproductive year t as a percentage of all women
autonomy participants in the program in
(Woman Worker and Head of Yeart.
Household Program) Disaggregated by sex: No
Territorial management applies: Yes
Efficacy/Final Result 0% 8% 2% 18% 20% 5%

Support and strengthen
women’s economic,
sexual and reproductive
autonomy

(Woman Worker and Head
of Household Program)

Women participants in the
Women Head of Household
Program that succeeded in
entering the labor force in year

t as a percentage of all women
participants in the Women Head
of Household Program.

Disaggregated by sex: No
Territorial management applies: Yes
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24 S 0 o
]
Strategic product Indicator g g g g é = b=y £
5: B 5o §p E: 3 B
£S5 £5 £5 £5 B 0 s
I8N O& W& OS5 W& 9] S
National system of Efficacy/Intermediate result 0% 88% 94% 95% 85% 90% 20%
p:z‘tlsgttilg:;it;ir;tlz?;tion Percentage of women that, after
gf all forms of violznce having entered a women’s shelter,
against women maintained or improved the
9 conditions they presented at the
(Program of attention, time of entering.
protection and integral ) .
reparation of violence Disaggregated by sex: No
against women) Territorial management applies: Yes
o ) Efficacy/Output 0% 0% 100% 10%
gz‘: J:fgtlﬁ;?i?algy :::i Percentage of stages implemented
Rights angl Wor!r,l,en?s in the design of the integral
Augtonom Management Model of the
Y Municipal Women’s Office.
Strengthening Municipal .
sNomegn‘s Offiges) P Disaggregated by sex: No
Territorial management applies: No
Political-technical 0% 0% 80% 10%
assistance _to incorpon_‘ate Efficacy/Output
g::g:: eg;ltl;\:;‘?g:gymg Percentage of stages implemented
gtereotfpes and co- for the design for the Follow-
responsibility in public up and Monitoring System for
olicies Intersectorial Compliance with
:) Gender Indicators.
Follow-up and monitoring ) .
system for intersectorial Disaggregated by sex: No
compliance with gender Territorial management applies: No
indicators)
National system of 0% 2% 91% 85% 85% 10%

prevention, attention,
protection and reparation
of all forms of violence
against women

(Program of attention,

protection and integral
reparation of violence

against women)

Women'’s Centers

Efficacy/Intermediate result

Percentage of women that, after
entering a Women'’s Center,
maintained or improved the
conditions they presented at the
time of entering the center.

Disaggregated by sex: No
Territorial management applies: Yes

Source: the authors, based on the Budget Office (DIPRES), Chile.

PERFORMANCE INDICATORS IN THE EVALUATION STAGE

In the evaluation stage it is necessary to monitor the value of socioeconomic var-
iables that public policies seek to affect (e.g. school performance). Beyond fol-
low-up on these variables of results, establishing a causal relationship between
policies and variables of interest requires carrying out impact evaluations with a
minimum of scientific rigor, which can require the collaboration of public bodies
with universities and/or NGOs. In turn, the results of the impact evaluations can
generate learning and recommendations that feed a new cycle of policy design
and implementation.
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In recent years governments in several countries in the region have encour-
aged impact evaluations of their programs. For example, in Colombia, the
National Evaluation System for Management and Results (SINERGIA) con-
ducts evaluations of a strategic character and promotes a culture of evolu-
tion in the country. Certain programs are subject to rigorous impact evalua-
tions, often through independent institutions and consultants that are expert
in these evaluations. At the end of the evaluations, certain recommendations
are made that can be taken into account by related programs in the future.
For example, SINERGIA carried out an evaluation of the “Families in Action”
program, an initiative of conditional transfers of the Colombian government
that provides monetary support to SISBEN level 1 families (the lowest social
level according to the System of Identification of Potential Beneficiaries of
Social Programs) in exchange for meeting certain commitments. The objec-
tive of the impact evaluation was to determine whether the program helps to
improve the conditions of the beneficiary population in terms of school at-
tendance, family consumption and health practices. The evaluation showed
that effectively the program helped to increase school attendance in both
rural and urban areas, had positive impacts in terms of the frequency of
feeding small children and the adoption of protective breastfeeding practices
by parents and caregivers of the children benefitting from the program (Atta-
nasio and Pellerano, 2012).

Similarly, the National Council of Evaluation of Social Development Policy
(CONEVAL) in Mexico carries out rigorous evaluations of social development
programs and actions of the Federal Government that form part of CONE-
VAL's inventory of Federal Social Development Programs and Actions, as
well as social policy and diverse strategies. It presents a list of reports of
diverse institutions where it has tested the effects of programs.

In Costa Rica, the Ministry of National Planning and Economic Policy (MIDE-
PLAN for the initials in Spanish) carries out evaluations aimed at monitor-
ing rather than perform impact evaluations. This ministry presents weekly
reports to certain public institutions about the advance in the execution
of goals established each year with respect to associated strategic and
institutional actions. These reports include a regional section in which stra-
tegic goals are analyzed disaggregated regionally. The governing bodies of
each sector conduct self-evaluation, assessing performance or advance in
annual strategic goals at the sectorial, institutional and regional levels, as-
signing classifications like “satisfactory advance”, “need for improvement”
and “critical lag”. Their results are presented to MIDEPLAN, where they are
analyzed and reports are prepared including not only evaluations but also
recommendations.®

8. These reports are available at http://www.mideplan.go.cr/

In the evaluation stage it is
necessary to monitor the
value of the socioeconomic
variables on which the
public policy seeks to have
an impact.
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A flexible salary structure
that links salaries to
career development

and the efforts made

by workers can attract
better quality bureaucrats
and encourage good
performance.

Finally, the System of Management Evaluation and Control of DIPRES in
Chile, mentioned above, promotes the development of follow-up indicators,
the evaluation of diverse dimensions of public policies: institutional, costs
and efficiency, efficacy or compliance with objectives and impact on devel-
opment objectives. In the Program Evaluation Section there are reports on
distinct programs and institutions (Government Program Evaluation, EPG)
which in the majority of the cases includes an evaluation of: 1) the “design”,
that is, the main problem the policy seeks to resolve and its correct iden-
tification, the definition of the target population and its clarity; 2) the “or-
ganization and management”, that is, the institutional quality to carry out
the program (e.g. the number of professionals, the organizational structure,
etc.); 3) “efficacy”, that is, meeting objectives at the level of components,
purposes and ends; 4) the “quality” with which public services are provid-
ed; 5) “economy”, that is, the sources and uses of financial resources and
budgetary execution, and 6) “efficiency”, that is, performance in terms of
efficiency indicators/results, distinguishing efficiency at the level of inter-
mediate and final results, at the level of activities and/or components and
the level of administrative expenditures. Every report ends with an analysis
of “global performance” and recommendations. As well, the final report
includes commentaries and observations by the responsible institutions,
constituting feedback from diverse agencies. DIPRES also publishes im-
pact evaluations of programs that determine the magnitude of the impact
on beneficiaries of public programs.

In synthesis, these performance indicators serve for state agencies to improve the
design and do follow-up and evaluations of the results of their programs. While
they do not directly measure capacities but rather products and results of them,
they can be useful for identifying aspects and activities throughout the cycle of
production of public goods or policy implementation that could be failing.

Main messages of the report

An effective state requires capacities for the design and implementation of
and learning from policies. Among these capacities are notably the bureau-
cracy as a crosscutting actor in the design and implementation of policies,
public purchasing systems as a crucial instrument in the implementation
stage, citizen participation as an ingredient in the process of public account-
ability of the State that is fundamental for improving policies and, finally, the
transformation of the experiences of policies into knowledge and learning
that allows for increasing effectiveness. The main messages of this report are
organized in terms of these four elements:

Remunerate bureaucrats well and encourage their efforts. A fundamental
determinant of State capacity is the quality of the bureaucracy. A flexible salary
structure allows linking salary and career development to the competencies and
efforts of the worker, which can attract better bureaucrats and encourage better
performance.
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A good bureaucracy requires qualified, honest and motivated public em-
ployees. But a good bureaucracy also requires a structure of incentives that
encourage efforts to improve performance. In this sense, the compensation
mechanisms defined in the employment contract, with their effects on at-
tracting and retaining bureaucrats, becomes a key instrument for a quality
bureaucracy.

The compensation schemes of Latin America bureaucrats present three
fundamental characteristics. First, there is salary differential in favor of the
public sector, which is greater among women and which persists even after
discounting the effect of the characteristics of the worker like education
and work experience. This differential decreases at the level of qualification
of the worker, to the point of being negative among men with higher levels
of education. Second, the public sector salary increase very little over the
working career, and the advance of workers in the hierarchy are not always
determined on the basis of individual merit. Third, mechanisms of payment
for performance are relatively unused in relation to what occurs in the pri-
vate sector.

These characteristics have implications in terms of the type of workers that
the public sector attracts (and retains) and their performance. The reversing
of the salary gap in the upper part of the skill distribution generates prob-
lems of recruitment and retention of the most qualified workers. While this
problem is attenuated in the case of workers with intrinsic motivations for
public service, it does not cease to be a concern. As well, many of the more
qualified workers that remain in the public service show dissatisfaction with
their salaries, which does not favor good performance and can even give
way to dishonest practices.

The relative salary compression and the lack of merit-based career develop-
ment in the public sector have similar consequences: qualified workers that
value career development leave and those that remain in the public sector
are discouraged from making any effort.

Finally, evidence shows that schemes of payment for performance, applied in
the appropriate context and with a good design, can favor greater effort. This
requires metrics of performance that are relatively easy to measure, difficult
to manipulate and consistent with organizational goals. If not, they can be
counter-productive. The evidence indicates that these schemes can attract
more qualified workers that are more willing to make efforts and even with
more intrinsic motivations.

Combining control and transparency for better purchasing. Combining
monitoring and oversight mechanisms with greater transparency can gen-
erate the appropriate incentives to improve the efficiency of public pro-
curements.

In addition to human and financial resources, policy implementation requires
a system of public purchasing capable of providing the necessary inputs in

Combining monitoring
mechanisms with greater
transparency improves
the efficiency of public
procurements.
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The accountability of the
State to its citizens is an
effective tool to improve
the quantity and quality of
public goods.

sufficient quantity and quality and in a timely manner. Inappropriate control
mechanisms or the lack of incentives that promote correct behavior can re-
sult in not maximizing the quality or quantity of public goods given the as-
signed resources.

This can happen because the public employees in charge of public procurements
make less than optimal effort or because inefficiency emerges from the character-
istics of the system itself, resulting in the waste of resources. Alternatively, ineffi-
ciency can be generated by acts of corruption. In both cases not only are public re-
sources misspent, but also the legitimacy of institutions of the State are put at risk.

The evidence suggests three sets of measures to increase the efficiency of public
purchasing systems. First, to establish mechanisms of monitoring and oversight
allow for detecting and punishing acts of corruption, and consequently discourage
them. Audits, for example, reduce the incidence of irregularities in the processes
of public purchasing, providing they are not anticipated by the actors. Mechanisms
of monitoring are more effecti